months. We then investigate the extent to which fluctua tions of this index are likely to be associated with fluctua tions of U.S. manufacturing output and employment.
New Export Orders
For this study, we use the Institute for Supply Manage ment (ISM®) Manufacturing New Export Order Index. It is based on a survey of firms and measures the overall direc tion of changes in new export orders across firms. Declines Manufacturing exports and production might decline in the near future.
in new export orders today are associated with changes in manufacturing exports after three to five months. Thus, the correlation between these two series suggests that we might expect to see manufacturing exports decline signifi cantly in the coming months.
Exports and Fluctuations of U.S. Manufacturing Output and Employment
While the latest observations suggest that manufactur ing exports are slowing, to what extent might this affect manufacturing output and employment? To answer this question, we investigate the extent to which exports are systematically related to fluctuations of U.S. manufactur ing output and employment. Figure 2 plots the percentage deviations from the trends of manufacturing exports, manufacturing employment, and the Industrial Production Index of manufacturing sectors.
We observe that manufacturing exports are substan tially more volatile than manufacturing production and employment. Yet, they are strongly correlated: Large declines in manufacturing exports are likely to coincide with significant declines in manufacturing output and employment. Therefore, one might expect that the ongoing decline of U.S. manufacturing exports would be associated with a contemporaneous decline in U.S. manufacturing output and employment. But further research is needed to better assess this potential relationship. n in this index indicate that more surveyed firms report declining export orders. The index declined by 27 percent between September 2018 and September 2019, indicating that more firms are experiencing declines in new export orders. This sudden decline in export orders of manufac tures suggests that manufacturing exports and production might decline in the near future.
To place these recent changes in historical context, Figure 1 plots the percentage deviations from trend of the ISM Manufacturing New Export Order Index (orange line). 2 The recent decline in the index represents the second largest decline of this measure since 1995, with the only larger decline occurring in December 2008 during the Great Recession.
If new export orders are declining today, when should we expect manufacturing exports to start declining? To answer this question, Figure 1 also plots the deviations from trend of manufacturing exports through July 2019 as measured by the U.S. Census Bureau (blue line): These exports began to slow down in early 2019, and then started to contract in July, but the series has not been updated more recently to compare with the latest changes in the ISM index.
The figure shows that new export orders generally lead (or predict) manufacturing exports several months into the future. For example, a big decline in export orders in October 2008 preceded the big decline in exports in early 2009. More formal statistical analysis shows that changes 
